Introduction

mmmmm  YourWiliam D. Ford Federal Direct Loans (Direct Loans) were
made to you by the U.S. Department of Education through your
school. These loans have been, and will continue to be, man-
aged by the U.S. Department of Education’s Direct Loan Servic-
ing Center. The Servicing Center will answer any questions you
have about your loans and about repaying them. Simply call
1-800-848-0979.

This booklet can help you understand the different repayment
plans and help you choose the one that is best for you.

The figures used in the examples, charts, and worksheets in this
booklet are estimates based on current program guidelines.
Some dollar amounts have been rounded to the nearest whole
dollar. For exact payment amounts on your loans, call the Ser-
vicing Center.



Repaying Your Loans
When you took out your Direct
Loans, you promised to repay
them. The Department wants to
make it easy for you to keep that
promise.

The Direct Loan Program offers
loan repayment plans designed

to meet the needs of almost every
borrower, and the program allows
you to switch plans if your needs
change. And the Direct Loan
Servicing Center staff will help
you manage your loans until they
are paid in full.

Understanding the

Repayment Plans

Student borrowers may repay
their Federal Direct Stafford/Ford
Loans (Direct Subsidized Loans)
and Federal Direct Unsubsidized
Stafford/Ford Loans (Direct
Unsubsidized Loans) through one
of four repayment plans:

» Standard Repayment Plan

» Extended Repayment Plan

» Graduated Repayment Plan

» Income Contingent Repay-
ment (ICR) Plan
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Parent borrowers may repay their
Federal Direct PLUS Loans (Direct
PLUS Loans) through the Stan-
dard, Extended, or Graduated
Repayment Plan. The Income
Contingent Repayment Plan is not
available to Direct PLUS Loan
borrowers.

Whichever repayment plan you
choose will cover all of your Direct
Loans. An exception is made for
parent borrowers who are repay-
ing Direct PLUS Loans they took
out for their children and student
loans they took out for them-
selves; they may use different
repayment plans to repay their
parent and student loans.

Shortly before your loan repay-
ment period begins, the Servicing
Center will send you information
about the various repayment
plans (including the amount you
would pay under each plan) and
ask you to select one. If you do
not select a plan, your loans
automatically will be placed in the
Standard Repayment Plan.



The interest rate on all Direct
Loans is variable and is adjusted
each July 1; by law, it can never
go above 8.25 percent for stu-
dents’ Direct Subsidized and
Unsubsidized Loans or above 9
percent for parents’ Direct PLUS
Loans. For the period July 1, 1995,
to June 30, 1996, the interest rate
for Direct Subsidized and Unsub-
sidized Loans was 8.25 percent,
and the interest rate for Direct
PLUS Loans was 8.98 percent.
Generally, your monthly payment
will be adjusted to account for
changes in the annual interest
rate. Your selection of a repay-
ment plan does not affect your
interest rate.

Note that the length of your
repayment period does not
include periods of deferment or
forbearance (postponements of
repayment). (See the Glossary on
page 18 for definitions of these
terms)

Standard Repayment Plan
With the Standard Plan, you'll pay
a fixed amount each month until
your loans are paid in full. Your
monthly payments will be at least
$50, and you'll have up to 10 years
to repay.

The Standard Plan is a good plan
for you if you can handle higher
monthly payments, because you'll
repay your loans more quickly.
Your monthly payments will be
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higher than with the other plans
because your loans will be repaid
in the shortest possible time. For
the same reason—the 10-year
limit on repayment—you may pay
the least interest.

Example A: Let’s say you owe
$15,000 in Direct Subsidized
Loans when your repayment
period begins and your loans will
be repaid at an 8.25 percent
interest rate. Under the Standard
Plan, you'll pay about $184 a
month for 10 years, and you'll
repay a total of about $22,080
($15,000 in principal and $7,080 in
interest).

Example A

This example shows Direct Subsidized Loans repaid at 8.25 percent

interest under the Standard Repayment Plan for 10 years (120
payments).

Total
Amount
Repaid

$22,080*

Loan
Amount

Beginnin,
M%nthl)fg
Payment

$15,000 $184

*$15,000 in principal and $7,080 in interest



If you've borrowed Direct Unsub-
sidized Loans, you may have
been paying the interest on your
loans while you've been in school,
or the interest may have been
accumulating. When you enter
repayment, any unpaid interest
that accumulated while you were
in school will be capitalized.
Capitalization means the unpaid
interest is added to the principal
of your loan. This increases the
total amount you owe when your
repayment period begins and,
thus, increases the total amount
on which interest is charged.

Example B
This example shows Direct Unsubsidized Loans (with capitalized interest) repaid at
8.25 percent interest under the Standard Repayment Plan.

Loan
Amount

$15,000

Capitalized Principal to Monthly Number of
Be Repaid Payment Payments

Interest

$2,717* $17717

$217

Example B: You borrowed
$15,000 in Direct Unsubsidized
Loans to attend school ($2,000
your first year, $3,000 your sec-
ond year, and $5,000 in each of
your third and fourth years).
Because you chose not to pay the
interest on your loans as it accu-
mulated, the interest was capital-
ized when your repayment period
began. At an interest rate of 8.25
percent, the amount of capitalized
interest added to your original
balance was $2,717, making the
total principal balance of your
loans $17,717. Your monthly pay-
ments will be calculated using this
amount. At 8.25 percent interest,
your monthly payments will be
about $217 a month under the
Standard Plan. You will repay a
total of about $26,040 ($17,717 in
original principal and capitalized
interest and $8,323 in additional
interest).

Total
Repayment

120 $26,040**

*Interest was capitalized once, when the borrower entered repayment
**$17,717 in principal and capitalized interest and $8,323 in additional interest
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Extended Repayment Plan
Under the Extended Plan, you'll
still have minimum monthly
payments of $50, but you can
take from 12 to 30 years to repay
your loans. The length of your
repayment period will depend on
the total amount you owe when
your loans go into repayment.
(See the table on the next page)

This is a good plan if you think
you'll need to make smaller
monthly payments. Because the
repayment period generally will be
at least 12 years, your monthly
payments will be less than with
the Standard Plan. However, you
will end up paying more in interest
because you're taking longer to
pay back the loans. Remember,
the longer the loans are in
repayment, the more interest
you will pay.
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Example C: With $15,000 in
Direct Subsidized Loans, an 8.25
percent interest rate, and a
repayment period of 15 years,
you'll pay about $146 a month. By
the end of the 15 years, you will
have paid a total of about $26,280
($15,000 in principal and $11,280 in
interest).

Graduated Repayment
Plan

With this plan, your payments
start out low, then increase,
generally every two years. The
length of your repayment period
will depend on the total amount
you owe when your loans go into
repayment. (See the table on the
next page)

This plan might be right for you if
you expect your income to
increase steadily over time. Your
initial monthly payments will be

Example C

This example shows Direct Subsidized Loans repaid at 8.25 percent
interest under the Extended Repayment Plan for 15 years (180

payments).

Loan
Amount

Beginnin
M%nthlyg

Payment

$15,000 $146

Total

Amount

Repaid

$26,280*

*$15,000 in principal and $11,280 in interest




Graduated/Extended
Repayment Table

Length of
Repayment Period
May Not Exceed

12 years
15 years
20 years
25 years
30 years

Amount of Debt

Less than $10,000
$10,000 - $19,999
$20,000 - $39,999
$40,000 - $59,999

$60,000 or more

equal to either the interest that
accumulates on your loans
between payments or half of the
payment you would make each
month using the Standard Plan,
whichever is greater. However,
your monthly payments will never
increase to more than 1.5 times
what you would pay with the
Standard Plan.

Example D: Let’s say you owe
$15,000 in Direct Subsidized
Loans when your loans enter

Example D

repayment, and the interest rate
on your loans is 8.25 percent.
Under the Graduated Plan, your
repayment period may be as long
as 15 years, and you will start out
paying about $105 each month on
your loans. By the time you reach
the last year of your repayment
period, your monthly payments
will have increased to about $238.
In this example, you will repay a
total of about $28,628 ($15,000 in
principal and $13,628 in interest).

This example shows Direct Subsidized Loans repaid at 8.25 percent
interest under the Graduated Repayment Plan for 15 years (180

payments).

Loan
Amount

$15,000 $105

Beginning
Monthly
Payment

Month
Payment

$238

mount
Repaid

$28,628*

Ending Total
y A

*$15,000 in principal and $13,628 in interest
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Income Contingent
Repayment Plan

This plan gives you the flexibility
to meet your Direct Loan obliga-
tions without causing undue
financial hardship. Each year, your
monthly payments will be calcu-
lated on the basis of your annual
income and the total amount of
your Direct Loans. (Remember
that parents may not use this plan
to repay Direct PLUS Loans)

To participate in the ICR Plan, you
must sign a form that permits the
Internal Revenue Service to
inform the U.S. Department of
Education of your income. This
information will be used to calcu-
late your monthly payment, which
will be adjusted annually.

If your payments are not large
enough to cover the interest that
has accumulated on your loans,
the unpaid interest will be capital-
ized once each year. If capitaliza-
tion increases the total amount
you owe to 10 percent more than
the original amount you owed
when you entered repayment,
interest will continue to accumu-
late but will no longer be capital-
ized.

The maximum repayment period
is 25 years. If you make payments
under the Standard Plan or the
12-year Extended Plan and then
switch to the ICR Plan, those
periods are counted toward your
25-year repayment period. Earlier

payment periods in other plans
do not count toward the maxi-
mum 25 years. If you haven't fully
repaid your loans after 25 years
under this plan, the unpaid
portion will be discharged. How-
ever, you will have to pay taxes on
the amount that is discharged.

Changes to the ICR Plan
Effective July 1, 1996, there will be
a new ICR Plan for borrowers
who enter repayment after July 1,
1996, and for borrowers who
switch from another repayment
plan to the ICR Plan. Borrowers
who are in repayment under the
ICR Plan prior to July 1, 1996, will
continue to make payments in
accordance with the provisions of
the old ICR Plan. However, they
will be given the option to switch
to the new plan. Calculating your
monthly payment under the new
plan involves a series of steps.
These steps are explained in the
following sections; the worksheet
on page A-8 of the appendix to
this booklet walks you through
them.

You will pay an amount based on
the Adjusted Gross Income (AGlI)
you report on your federal tax
return, or, if you submit alternative
documentation of income (see
page 10), you will pay an amount
based on your current income. If
you're married, the amount you
pay will be based on your income
and your spouse’s income.
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New Formula
Under the new plan, you will pay
the lesser of

1) the amount you would pay if
you repaid your loan in 12 years
multiplied by an income per-
centage factor that varies with
your annual income

2) 20 percent of your discre-
tionary income, which is your
AGI minus the poverty level for
your family size

Your monthly payments are
calculated as follows:

Step 1: Determine monthly
payments based on what you
would pay over 12 years using
equal monthly installments. To do
this, multiply the principal balance
by the constant multiplier for the
interest rate on your loan. (See
page A-2) If the exact interest rate
is not listed, choose the next
highest rate for estimation pur-
poses.

Step 2: Multiply the result by the
income percentage factor that
corresponds to your income. (See
page A-3) If your income is not
listed, choose the income per-
centage factor that corresponds
to the next highest income for
estimation purposes.

Direct Loans

Step 3: Next, calculate your
discretionary income. One of the
ICR Plan’s protective measures is
a cap on your monthly payments
at 20 percent of your discretion-
ary income. Discretionary income
is the portion of income that
remains after an allowance for
basic costs of living is deducted.
Use U.S. Department of Health
and Human Services’ poverty
guidelines to determine these
basic living costs. (See page A-4
for the Poverty Guidelines Chart)

AGI-Poverty Guideline =
Discretionary Income

Then use the following equation
to figure your monthly payment as
a portion of your discretionary
income:

(Discretionary Income X .2) ~ 12 =
discretionary income payment
calculation

Step 4: Compare the results of
steps 2 and 3. Your payment will
be the lesser of the result in step
2 or step 3.



Example E: You are a single
borrower with a family size of one,
and your prior year AGl was
$15,000. You owe $15,000 in Direct
Subsidized Loans when your
repayment period begins, and the
interest rate on your loans is 8.25
percent. Your beginning payment
would be about $106 a month.
This amount is less than 20 per-
cent of your monthly discretionary

Example E

income (which would be $121). In
this example, you would repay
your loans in about 25 years, and
you would repay a total of $36,047
($11,857 in principal and $24,190 in
interest). Note that in this example,
you would not repay the total
principal amount. After 25 years,
the remaining balance on the loan
would be discharged.
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This example shows a borrower with a family size of one and a $15,000 AGI. The borrower is repaying $15,000
in Direct Subsidized Loans at 8.25 percent interest under the ICR Plan. A 5 percent annual income growth is
assumed. Your income may grow at a different rate, which would affect the amount of your monthly payment
and total payment.

Number of Years Total
in Repayment Repayment

$36,047*

Loan Adjusted
Amount Gross Income

$15,000 $15,000

*Calculated as follows:
Step 1: Multiply the principal balance by the constant multiplier for 8.25% interest (0109621).
(For constant mulltipliers, see the chart on page A-2)
0.0109621 x 15,000 = 1644315

Step 2: Multiply the result by the income percentage factor that corresponds to the borrower’s income.
(For income percentage factors, see the chart on page A-3)

64.58% (0.6458) x 1644315 = $106
Step 3: Determine 20 percent of discretionary income. (See page A-4 for poverty guidelines chart)*
[$15,000 - $7,740] x 0.20 + 12 = $121
Step 4: Payment is the amount determined in step 2 because it is less than 20 percent of discretionary income.

Beginning
Monthly Payment

$106* 25

**$11,857 in principal and $24,190 in interest
***Poverty guideline for a family size of one




Example F: You are a borrower
with a family size of one, and your
prior year AGI was $30,000. You
owe $15,000 in Direct Subsidized
Loans when your repayment
period begins, and the interest
rate on your loans is 8.25 percent.
Based on your income, your
beginning monthly payment
would be $151. This amount is less
than 20 percent of your monthly
discretionary income (which
would be $371). In this example,
you would repay your loans in
about 13 years and would repay a

Example F
This example shows a borrower with a family size of one and a $30,000 AGI repaying
$15,000 in Direct Subsidized Loans at 8.25 percent interest under the ICR Plan.

Loan
Amount

$15,000

Adjusted
Gross
Income

Monthly
Payment

$30,000 $151*

Repayment

total of about $24,554 ($15,000 in
principal and $9,554 in interest).

Alternative Documentation of
Income

If you are in your first year of
repayment, you will be required to
submit alternative documentation
of your current income (that is,
other than IRS-reported AGI) to
the Department. You will probably
be required to submit alternative
documentation in your second
year of repayment also. Such
documentation includes pay

Beginning  Number of

Total
Repayment

Years in

13 $24,554**

*Calculated as follows:

Step 1: Multiply the principal balance by the constant multiplier for 8.25% interest
(.0109621). (For constant multipliers, see the chart on page A-2)

Step 2:

Step 3:

Step 4:

0109621 x 15,000 = 1644315

Multiply the result by the income percentage factor that corresponds to the
borrower’s income. (For income percentage factors, see the chart on page A-3)

92.09% (0.9209) x 1644315 = $151

Determine 20 percent of discretionary income.** (See page A-4 for poverty

guidelines chart)
[$30,000 - $7.740] x 0.20 + 12 = $371

Payment is the amount determined in step 2 because it is less than 20

percent of discretionary income.

**$15,000 in principal and $9,554 in interest
**Poverty guideline for a family size of one
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stubs, canceled checks, or, if
these are unavailable, a signed
statement explaining your income
sources. The reason for this re-
quirement is that if you filed a tax
return for years that included time
you were in school (and probably
not working full time), the AGI the
Department would receive from
the IRS would be unlikely to reflect
your current income.

If you are not in your first or sec-
ond year of repayment, you may
still be required to submit alterna-
tive documentation of income if
your AGl is not available or if your
AGI does not reasonably reflect
your current income. In addition,
you may choose to submit alter-
native documentation of current
income, if special circumstances,
such as loss of employment for
you Or your spouse, warrant an
adjustment to your monthly
payment.

Please note that if you are married
and submit alternative documen-
tation of income for any of the
reasons discussed above, you will
also be required to submit alternative
documentation for your spouse.

Minimum $5 Payment

Under the new plan, if your in-
come is less than or equal to the
poverty level for your family size,
your monthly payment will be
zero. If your calculated monthly
payment is greater than zero but

less than $5, you will be required
to make a $5 monthly payment. If
your monthly payment is calcu-
lated to be more than $5, you will
be required to pay that calculated
amount.

Information for Married
Borrowers

The total AGI of both you and your
spouse (if you have one) will be
used to calculate your monthly
payments under the ICR Plan. You
will be required to provide your
spouse’s written consent to
disclosure of tax return informa-
tion. Further, if you submit alterna-
tive documentation of income
(see page 10), you will be required
to submit alternative documenta-
tion of your spouse’s income.

If your spouse has a Direct Loan,
you can repay your loans jointly.
Your payment will be based on
your joint debt and your joint
income. While you are not re-
quired to repay your loans jointly,
it is important to remember that if
only one of you chooses to repay
under the ICR Plan, the Depart-
ment will use the AGI (or alterna-
tive documentation of income) of
you and your spouse to deter-
mine the monthly payments.
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Example G: You and your spouse  beginning monthly payment
want to repay your Direct Subsi- would be $134. This amount is
dized Loans under the ICR Plan. less than 20 percent of your
Your family size is two, and your monthly discretionary income
joint prior year AGI was $25,000. (which would be $244). In this
You owe $10,000 in Direct Loans, example, you and your spouse
and your spouse owes $5,000, for  would repay your loans in about
a total of $15,000 in loans. Based 16 years and would repay a total
on your joint income and your of about $26,732 ($15,000 in
outstanding balances, your principal and $11,732 in interest).

Example G

This example shows a married couple with a family size of two and a $25,000 AGI. They
are jointly repaying $15,000 in Direct Subsidized Loans ($10,000 for one spouse and
$5,000 for the other) at 8.25 percent interest under the ICR Plan.

Adjusted  Beginning Number of
Loan Gross Monthly Years in Total
Amount Income Payment  Repayment Repayment

$15,000 $25,000 $134* 16 $26,732**

*Calculated as follows:

Step 1: Add the Direct Loan balances of the husband and wife together to determine
the aggregate loan balance.
$5,000 + $10,000 = $15,000

Step 2: Multiply the principal balance by the constant multiplier for 8.25% interest
(.0109621). (For constant multipliers, see the chart on page A-2)
0.0109621 x 15,000 = 1644315

Step 3: Multiply the result by the income percentage factor that corresponds to the
joint income. (For income percentage factors, see the chart on page A-3)
81.28% (0.8128) x 1644315 = $134

Step 4: Determine 20 percent of discretionary income.”™* (See page A-4 for poverty
guidelines chart)
[$25,000 - $10,360] x 0.20 + 12 = $244

Step 5:Payment is the amount determined in step 3 because it is less than 20
percent of discretionary income.

**$15,000 in principal and $11,732 in interest
**Poverty guideline for a family size of two
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Choosing a Plan

You might be wondering which
repayment plan is best for you
and your circumstances. The
table on page 15 is a simple way
to compare monthly payments
under the four plans. The
worksheets and charts in the
appendix enable you to estimate
your monthly payments under
each of the repayment plans.

Remember that you don’t neces-
sarily want to choose a plan just
because it has the lowest monthly
payments. That may seem tempt-
ing, but it may not be the best
course of action for every bor-
rower. You may need more infor-
mation about what you can afford
before you select a plan.

Making a monthly budget can
help you see what you can afford.
A budget will show you what’s
coming in (income) and what’s
going out (expenses), as well as
where it's going. It could show
you that you can afford larger
monthly loan payments than you
thought, or it could show you that
you need to cut back on nones-
sential spending so you can meet
your loan obligations. For more
information on budgeting, request
a copy of Budgeting Pays Off
After School from the Servicing
Center.

The Servicing Center staff can
also help you choose a repay-

ment plan. Once you've consid-
ered your options, give the
Servicing Center a call if you
need advice. The Servicing
Center staff can also arrange an
alternative repayment plan for you
if you document that you have
special circumstances and that
none of the other plans meets
your needs.

Changing Plans

If you ever decide that the plan
you selected no longer meets
your needs, you can switch plans.
The maximum repayment period
for your new plan must be longer
than the amount of time your
loans have already been in
repayment. Call or write the
Servicing Center if you decide
you want to switch plans.

Making Payments

For student loans (Direct Subsi-
dized and Unsubsidized Loans),
you begin your repayment period
six months after you graduate,
leave school, or drop below half-
time enrollment. The six-month
delay is called a grace period.

For Direct PLUS Loans, your first

payment will be due no later than
60 days after the date the loan is

fully disbursed. This may be while
your child is still in school.

You will receive a billing statement

each month forthe firstyearof g amsmmm=
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your repayment period. All your
Direct Loans will be included on
one statement, and one payment
each month will cover all your
loans. Once you have made 12
consecutive monthly payments on
time, the Servicing Center will
send you a book of monthly
payment coupons.

Of course, you must keep the
Servicing Center informed of any
changes in your name and/or
address so that your billing
statements and coupon book will
reach you. Remember that you
are responsible for making your
payments on time, regardless of
whether you receive billing state-
ments or a coupon book. The
address to which you will be
sending your payments is given
on page 19, along with the
Servicing Center’s toll-free
telephone number and
correspondence address.

Calling for Help

Repaying your Direct Loans on
time will help you establish or
maintain a good credit rating. Of
course, there may be times when
you have trouble making pay-
ments—for example, if you are
unemployed, if you become
injured and can’t work, or if you
return to school. For these and
other reasons, you can postpone
making payments.

If you think you qualify for a
postponement such as a defer-
ment or forbearance, contact the
Servicing Center. (See the Glos-
sary on page 18 for definitions of
“deferment” and “forbearance.”)
For more information on postpon-
ing repayment, request a copy of
Bill Trouble? Don’t Default ...
Defer! from the Servicing Center.

A Federal Direct Consolidation
Loan can also simplify repayment
for some borrowers—especially
those who have both Direct and
non-Direct federal student loans.
To receive a brochure on loan
consolidation, call the Federal
Student Aid Information Center at
1-800-4-FED AID (1-800-433-3243).
Remember that any time you
have a question or concern, the
Servicing Center is there to help
you at 1-800-848-0979.



1996 Repayment Booklet

"0M} JO 3ZIS A|Ile} e SSWNSSY "P|OYSSNOH JO PedH S| HOHe
‘(Meaung snsue)) Yimoub swodul fenuue Jusdsed G e Sswnssy,
usdsed Gg'g ‘SJOMO.IO] JUSPNIS J0} 8Fe 1S3J81UT Winw ixew ayl Busn pare|nded ale siuswAed; SS1I0N

799622 LLS 960712 129 060°€91L vve €02°28L 88¢ 8€9°29 LL L5208 Y43 860°€82 0L 95t°022 1GL €8L°LylL 2g2‘L | 000001
Lgo‘ect LLS L6g‘lel 129 6€9°8G1 vve €10‘cLL 88¢ 8€9°29 LL L5208 et vee'cle 92¢S 2v8‘c0e €99 28€0LL 026 000°GZ
185°GL 9% 12€'GL 04S ¥82‘vEL vve 286211 88¢ €1929 LL 29z'v8 Y43 80.°GzlL 0S¢ 892°8LL v6€ 265°cL €19 000°0S
0.t°09 oSy 29209 9G¥y L8 vve 2092 88¢ 81679 LL LLV'LL et 295001 08¢ v19'v6 15 €8S L6V 000‘0%
zse’sy LE€ 961GYy cve ¥SS‘vS vve 6v6°2S 8¢ vev'LS LL 12569 ¥43 €199 (%4 6vE 19 9G¢ SSL'vY 89¢ 000‘0€
¥6.'L€ 18¢ ¥99°2€ G8¢ veS'vi €c¢c 1A 47 Lee 909°LS LL €1€°'18 et v LGS SLL AN €le 9620 L0€ 000°G2
gez'oe (44 LeL‘oe 8¢¢ £v9'se 8LL 662°GE S8l GeT'vy LL ¥65°LYy Y43 SLL'vY (43 66801 0L} LEv°62 Sve 00002
9/9'ce 691 86522 LLL geL'9e Vel vlv'oe 6El 6eLGe LL Lv0‘9e 901 82982 SOt ¥61‘92 ol 120Ce 8l 000°GL

LLLGL 453 G90‘GL 1453 gesLL 68 08921 €6 G96°€2 89 LE0‘ve L. G806 0. €9V LL L6 8LLYVL g€l 0000

8ee’LL v8 662°LL 98 99g‘cL .9 Lg2°€lL 69 v.16'LL LG ¥20‘8l €g 286°CL €S 6€8°LL 4] 6€0°LL c6 00S‘2

655°L 9G €862 VA] LL6‘8 514 Gz8‘8 17 €86°LL ve 910Ct G¢ G59'8 Ge €68°L GG 65€°L 19 000‘S
6.6 | 828 | oores | ezs | ssvvs | zes |zwvs | ees | es'ss| 218 | soo'9s | eis |ez0vs | ses | veoes | oss | vzo'es | oss | ooses

yuon UIUOW yruon yuop UIUOW Uruon
[eioL 1od feloL 18d [eloL 1od [eioL 18d feloL 18d [eloL 194

jusw
tuow UIuop U0 | -fedoy

sHOH/PaLIEN albuis sHOH/PaLEN albuis sHOH/PaLIEN albuis rioL | o N[ oL | T T reon | VO | o

ueon

000‘Gy$=owoou| 000‘GZ$=eWoou| 000G L§=awW00U| oo

leniuj

Auabunuo) swoou| pajenpe.n papuaix3 pJepuelg

,Sue|d JuswAeday ueoT j094iq ||V 10} pledey sjunowy |e}o] pue ‘sjuawied Ajyjuop Buluuibag ‘sjane 19o9Q jo sejdwexy




Commonly Asked Questions

1.

Direct Loans

Is there a penalty for repaying my loans early?

No. You may prepay all or part of the unpaid balance on any Direct
Loan at any time without penalty. Be careful to specify which loan
you are prepaying. The Servicing Center will apply the prepayment
first to any charges or collection costs, then to interest, and last to
principal. However, if your account is current, your prepayment is
applied entirely to principal.

What happens if | don’t pay back my loans?

Your loans will become delinquent and will eventually go into default.
Default occurs when you are 180 days late making a payment. The
consequences of default are serious and can include a damaged
credit rating, loss of eligibility for further federal student aid, withhold-
ing of wages and tax refunds, and legal actions (such as lawsuits)
being taken against you.

What happens if, as a parent, Fm already repaying a Direct
PLUS Loan, then I take out another one for the same
child? How does this affect my monthly payments?

The Servicing Center will send you one monthly bill for both loans.
Depending on the repayment plan you have selected and the
amount of your loans, your monthly payment may increase, or your
repayment period may be extended when new loans are added to
your account.

When will my payments be due each month?
You will receive a bill two weeks prior to your payment due date. The
Servicing Center will inform you of your payment due date.

Will my payment history be reported to credit bureaus?
Yes. Your account balance and status will be reported to credit
bureaus on a regular basis. While failing to repay your loan can
damage your credit rating, repaying your loan responsibly can help
you establish a good credit rating.

What happens if my Direct Subsidized and Unsubsidized
Loans are in repayment and | decide to go back to school?
You may be eligible to postpone your loan payments with an in-
school deferment if you are attending an eligible school at least half
time. If you are attending less than half time and think you might have
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difficulty repaying your loans, contact the Servicing Center. You
may be able to obtain a forbearance to postpone your payments.

7. What should I do if something happens and | can’t make
my loan payments?
You should contact the Servicing Center immediately. A represen-
tative will assist you in choosing a new repayment plan, applying
for a deferment or forbearance, or making other necessary adjust-
ments to help ensure that your loan payments are affordable.

8. Can my loans ever be discharged?
Yes. A discharge releases you from all obligation to repay your
loans. You can receive a discharge with proof of the following:

@ You become totally and permanently disabled. (This cannot
be for a condition that existed at the time you applied for
the Direct Loans, unless a doctor certifies that the condi-
tion substantially deteriorated after the loans were made.)

@ ‘ou are unable to complete a course of study because your
school closed or because your eligibility was falsely certi-
fied by the school.

® our obligation to repay a loan is discharged in bankruptcy
(in rare cases).

@ You die.

You may not avoid repaying your loans because you did not complete
your program of study (for reasons other than school closure or false
certification of loan eligibility), did not like your school or program of
study, or did not obtain employment after completing your studies.

9. Can I consolidate my Federal Family Education Loan
(FFEL) Program loans with my Direct Loans under the
same repayment plan?

Yes. If you have other federal student loans, such as FFELs, in
addition to your Direct Loans, you might want to consider a Federal
Direct Consolidation Loan to simplify repayment. Consolidation
means you need to make only one monthly payment to cover all
your loans (including FFELSs). You'll also get the benefits of Direct
Loan consolidation, such as greater repayment flexibility. To apply
for a Federal Direct Consolidation Loan, contact the Consolidation
Department of the Direct Loan Servicing Center. The toll-free
telephone number is 1-800-848-0982.



Glossary

capitalization Adding accumulated interest to the loan principal
rather than having the borrower make interest
payments. Capitalizing interest increases the
principal amount of the loan and the total cost of

the loan.

deferment A temporary postponement of payments on a
loan.

discharge The release of a borrower from the obligation to

repay his or her loan.

forbearance A postponement of payments or a reduction in
monthly payment amounts for a limited and
specified period of time during which a borrower
is willing but unable to make loan payments. A
forbearance may also be an extension of the
repayment period. All borrowers are charged
interest during forbearance.

grace period A six-month period before the first payment must
be made on a Direct Subsidized or Unsubsidized
Loan. The grace period begins the day after the
borrower ceases to be enrolled at least half time.

interest An expense of borrowing money that is calculated
as a percentage of the amount borrowed.

postponement See “deferment” and “forbearance.”

principal balance The amount owed on a loan or loans at any given
time. The principal balance may include capital-
ized interest.

repayment period  The period during which a borrower is obligated to
make payments on his or her loan(s).

Direct Loans
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Direct Loan Servicing Center
Telephone Numbers and Addresses

Toll-Free Telephone Numbers

Hours of Operation: 8 a.m. - 8:30 p.m. (Eastern Time)
Monday through Friday
For payment information

and inquiries: 1-800-848-0979
TDD: 1-800-848-0983

For information about
Direct Consolidation Loans: 1-800-848-0982

Addresses

For payments: Direct Loan Payment Center
PO. Box 78451
Phoenix, AZ 85062-8451

For correspondence: Borrower Services Department
Direct Loan Servicing Center
PO. Box 4609
Utica, NY 13504-4609
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Appendix:
>+ Calculating Your
:  Direct Loan
Monthly Payment



Joidnn
9/99¢l0" /c€Scl0’ 986ccl0”  SPEECl0” €99¢cl0”  8¢elcld”  HO00clo™  ¢0/8L0° Z€€8H0°  LOWZHOT  80IoLLDY Ep.m_aw.wo_\w

%06 %G8 %G8 %EEB  %ECB %08 %L %SL  %EWL  %SeL  %OL | o

ue|d JudwAeday piepue)s iy pey)

"usoJad G PeoXe JoUURD B)el 1salsiul 8Y) Me| Aq ‘qusoled gE'g
Sem sueo S(1d 10841 40} 8jel 1sais)ul 84} ‘pouad swes sy} 104 Jusdled GzZ'g pesoxe J0uURD 8jel 1saisiul 8Y) Me| Ag quso
~iod Gg'g S| SUBOT PazZIpISANSUN PUe PazIpIsgns 10a.iq 40} ajel isaalul 8U} ‘9661 ‘0E dunr o} ‘Ge6l ‘L AP pouad ey} Jo4,

"SS0J0 MOJ POLIS JusWwiAeday pue UuwNjoo ajey JSalajul ayl
aJaUM ||82 By} Ul Jaidnnw JUBISUOD JNOA puly [IM NOA (9 8bed 8ag) ‘ueo] JNoA uo pousd JuswAedas ayy 0} spuodsaliod
1By} 1eyd 1Byl Uo MOJ 8y} pulj ‘ueld uswAeday papusixg ay} o} JuswAed Ajyuow pajewnss ue Buiyenojed ale noA §|

"8].J 1SaI8)uUl INOA MOjaq |92 8y} Ul Jaldinwl JUBISUOD JNOA puly ||,NOA
(usoiad Gz 10818s pinom noA quadlad ggy a1em ajel Juaiund 8y} Ji ‘sidwexs J104) "ajel 1saybiy 1xau ay} 8sooyd
‘Pa1IS|| 10U S| a)eJ 1SalsUI }oBXS JNOA J| *81ed 1saisiul JnoA pull (mojeq Buiuuibaq) ueld JuswAedal 1eyy 40} 1Y 8y} UQ
uswAed Ajyjuow pajewnss JnoA apejnoeo 0] Juem noA yoiym Joy ueld Juswiedal syy 10995
'6/60-8178-008-| ¥e Jajua Buioiniag ueoT 3oaiiq au Buled Aq uonew
-JOJUl SIY1 Ure1go UBD NOA ‘e]el 1Salajul 89Ul MOUY 10U Op NOA J| ,'UBOT 108li(] JNOA UO a)el 1Saiajul JUaLIind 8yl sulluisleq L
:spey) Jaldiyniy ueisuo) ayy Buisn Joy suononsy|
'sabueyd ueo| JNoA uo
aleJ 1saJslul 8y} Sk abueyo [[IM 1l ‘61l 1S848)Ul [enuue Ue JO SISeq U} UO palenojed si Jaldijnw Jueisuod ayl esneodsq ‘ue|d
wswAedas ueoT 109a.IQ Yors Jopun juswied Alyiuow JNOA ajewiiss 0} NOA SMojje 1ey} J0}0.} B si Jaldijnwl JUBISUoD ay |

SLAVHO dAI'dILTNW INVISNOD

A-1



€08ELI0"  00VCHO

9000

JoldnniN

(0] 2%0]110) JUeISU0D

LC960L0° SG¥280L0° 6/890L0° €2¢GS0L0"  SYIG0L0™  9/lP0L0°  8E€820L0

%06 %G/.'8

%G8

arey
1s8Ja)U|

%8¢8 %GC'8 %08 %S %SL %EV. %Sc. %01

8E¥9/00° SGIEV.00°

261c/00

ue|d JudwAeday Juadunuo)) awoduj :q pey)

Jandiyniy

€400 JUEISUOD

8900/00° G¥6/900° ¢&289900° 669€900° P¥OIE900" G/S1900° <2Si6S00°

%06 %G8

%G8

arey

%8¢8 1s84)U|

%GC'8 %08 %GLL %GL %EVL %G %01

¢9r0800° 098200

1689/00

ue|4 JuswAeday pajenpeln ) pey)

€109/00°

1216200

9/6€/00

H9IL.00°

1266900

evy6900°

8128900

0€99900

026€800° ¥1¢2800

€2460800

9126100

G188200

281,00

€€9G/00° 668€.00

Yrv€L00

182c/00°

8190200

€/66800" 1/€8800°

¢8/9800

7209800

£025800°

Y19€800

" G602800° 6550800

¢EL0800°

806200

0€92200°

LeyI0L0° G¥66600

v/78600

¢,1/600

¥10.600

G94G600

8¢ly600

k02600

¥0€2600°

9821600

£886800°

€08CHO" O0rCHO

900LHO°

(0]2%0]310)

L2960L0°

G28010

6/890L0° €29S0L0

GrIG0L0°

VAR 0]10)

882010

0e

14

0¢

Gl

43

%06 %SG.'8

%G8

%8€8

%G8

%08

%SLL %G1

%CvL

%SG,

%0ZL

(saeah ui)

poluad
wswAheday
jo yibua

aley 1saiau|

ue|d JudwAeday papud)x] :g yeyd




Chart E: Income Percentage
Factors

(Based on Annual Income)

Single Married and Head of Household

Income % Factor Income % Factor

$7470 55.45% $10,360 55.00%
10,000 57.75% 11,510 56.68%
10,037 57.79% 13,718 59.56%
12,915 60.57% 15,000 62.06%
15,000 64.58% 17,933 67.79%
15,859 66.23% 20,000 71.37%
18,670 71.89% 22,216 75.22%
20,000 75.05% 25,000 81.28%
22,216 80.33% 27904 87.61%
25,000 84.46% 30,000 91.27%
27904 88.77% 34,997 100.00%
30,000 92.09% 40,000 100.00%
34,997 100.00% 42,090 100.00%
40,000 100.00% 50,000 106.99%
42,090 100.00% 52,730 109.40%
50,000 110.98% 60,000 115.80%
50,588 111.80% 70,000 124.59%
60,000 119.56% 70,462 125.00%
64,775 123.50% 80,000 130.99%
70,000 126.93% 90,000 137.28%
80,000 133.49% 95,288 140.60%
90,000 140.06% 100,000 141.77%
91,742 141.20% 133,264 150.00%
100,000 146.60% 150,000 159.90%
105,192 150.00% 200,000 189.49%
150,000 177.26% 217,763 200.00%
187,364 200.00%

Direct Loans
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Chart F: Poverty Guidelines

How to use this chart: First, determine your family size. Your family size is the number of people whom you
support. Include yourself and your spouse. Include your children if they get more than half their support
from you. Include other people only if they meet all of the following criteria:

¢ They live with you.

¢ They now get more than half their support from you.

¢ They will continue to get this support from you.
Support includes money, gifts, loans, housing, food, clothes, car, medical and dental care, payment of
college costs, and so on.

Next, find the column that represents your place of residence. Read down to your family size. This is the
poverty guideline for you.

Family Size All states Alaska®
(except Alaska, Hawaii)

and the District of Columbia’

$7,740
10,360
12,980
15,600
18,220
20,840
23460
26,080

"For family units with more than eight members, add $2,620 for each additional member.
2For family units with more than eight members, add $3,280 for each additional member.
3For family units with more than eight members, add $3,010 for each additional membet.

Information provided by the U.S. Department of Health and Human Services, 1996.



Direct Subsidized and Unsubsidized
Loan Worksheet Part 1

This two-part worksheet allows you to compare the monthly payments you would make with
each Direct Loan repayment plan. The principal balance is the total amount you owe when
your loans enter repayment, which includes any capitalized interest. Charts you will need can
be found on pages A-1 through A-4 of this appendix.

Standard Repayment Plan

You can estimate your monthly payments under the Standard Repayment Plan by multiplying
your principal balance by the constant multiplier (from Chart A) that corresponds to your
interest rate.

Principal Balance multiplied by Constant Multiplier equals Estimated Monthly Payment
from Chart A (must be at least $50)

X $

Extended Repayment Plan

You can estimate your monthly payments under the Extended Repayment Plan by multiplying
your principal balance by the constant multiplier (from Chart B) that corresponds to your
interest rate.

Principal Balance multiplied by Constant Multiplier equals Estimated Monthly Payment
from Chart B (must be at least $50)

$ X - = &

Graduated Repayment Plan

You can estimate your beginning monthly payment under the Graduated Repayment Plan by
multiplying your principal balance by the constant multiplier (from Chart C) that corresponds
to your interest rate. Using this factor to calculate your monthly payment will ensure that your
payment covers the monthly interest on your loans. However, your monthly payment must be
at least one half of what you would pay under the Standard Plan. (See the calculation above.)
Your monthly payment will be the larger of the two amounts.

Principal Balance multiplied by Constant Multiplier equals Estimated Beginning
from Chart C Monthly Payment

X $




Direct Subsidized and Unsubsidized
Loan Worksheet Part 2

Income Contingent Repayment Plan

Multiply your principal balance by the constant multiplier (from Chart D) for the interest rate on your
loans.

Principal Balance multiplied by Constant Multiplier equals Result
from Chart D

X $

Next, multiply the result from Step 1 by the income percentage factor (from Chart E) that
corresponds to your income.

Step 1 Result multiplied by Income Percentage equals Result
Factor from Chart E

X $

Calculate your discretionary income, which is AGI minus the poverty guideline (from Chart F) for
your family size.

minus Poverty Guideline equals Discretionary Income
from Chart F

$

Multiply your discretionary income by 20 percent.

Discretionary Income multiplied by 2

X

Divide the Step 4 result by 12 months.

Step 4 Result divided by 12 months Result

$

Compare the Step 2 result with the Step 5 result. The lower amount is your monthly payment. If this
amount is greater than $0 but less than $5, you are required to make a $5 payment.

Step 2 Result Step 5 Result Estimated Monthly Payment

& - &




Direct PLUS Loan Worksheet

If you are a parent, this worksheet allows you to compare the monthly payments you would make
with each available Direct Loan repayment plan. The principal balance is the total amount you owe
when your loans enter repayment, which includes any capitalized interest. Charts you will need can
be found on pages A-1 through A-4 of this appendix.

Standard Repayment Plan

You can estimate your monthly payments under the Standard Repayment Plan by multiplying
your principal balance by the constant multiplier (from Chart A) that corresponds to your
interest rate.

Principal Balance multiplied by Constant Multiplier equals Estimated Monthly Payment
from Chart A (must be at least $50)

X $

Extended Repayment Plan

You can estimate your monthly payments under the Extended Repayment Plan by multiplying
your principal balance by the constant multiplier (from Chart B) that corresponds to your
interest rate.

Principal Balance multiplied by Constant Multiplier equals Estimated Monthly Payment
from Chart B (must be at least $50)

$ X - = $

Graduated Repayment Plan

You can estimate your beginning monthly payment under the Graduated Repayment Plan by
multiplying your principal balance by the constant multiplier (from Chart C) that corresponds
to your interest rate. Using this factor to calculate your monthly payment will ensure that your
payment covers the monthly interest on your loans. However, your monthly payment must be
at least one half of what you would pay under the Standard Plan. (See the calculation above.)
Your monthly payment will be the larger of the two amounts.

Principal Balance multiplied by Constant Multiplier equals Estimated Beginning
from Chart C Monthly Payment

X $

A-10
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